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Abstract 
The implementing necessity of some regulators of the financial markets that would help at the financial stability in 
economic crisis conditions led to reactions of the financial supervisory authority and their international associations through 
IAIS, IOSCO Multilateral. U.E cannot stay out of this reaction and must adapt to the international trend through the 
reorganization of the regulatory institutions of financial market after another model. Model that includes the regulation of 
the capital market of all country members’ .Our research is preoccupied with the construction of a unique capital market in 
Europe; to realize this we need at least 3 basic elements. Firstly, a concept concerning the new markets, secondly, a unique 
reglementation and thirdly, a unitary infrastructure that will ensure the implementation of unique regulations. Like in other 
situations, EU works in a unique reglementation framework, builds infrastructure elements such as EMIR (European 
Market Infrastructure Regulation), without having a clearly contoured concept concerning the new unique market. The 
construction of a European capital market integrated in the global economy formed a cornerstone of the action plan on 
financial services and is one of the key objectives of the European Union. Our research proposes to realize a modulation 
that will ensure the optimal evolution of a unique European capital market, modulation that will ensure a reglementation 
symbiosis, pretty uneven in most European states. The  reglementation that will have the consolidation phase with relative 
few legislative initiatives and a smoothing phase in which the European rules must be transposed in an efficient way in the 
national legislation and put into application correctly of the supervision authorities of each state member. The 
reglementation must allow establishing and showing the way this will be working in practice. It will be a challenge not only 
for the member states, but also for the EU institutions responsible of the monitorization of progress and the insurance of 
coherence application in the Union.  The elaborated politics at the EU level are affected and have a influence over the 
politics and legislation from the other parts of the world. Therefore, it will be very important that they will get involved 
closely the reglementation authorities from the outside of the European union and ensure that the operating range of the 
rules, both in and outside EU, to be reasonable and equitable, and designed to facilitate the commercial exchanges and the 
provision of services abroad. This article resumes the actual state of some key elements from the unique European capital 
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market and includes our opinions regarding this evolution, we consider that a unique european capital market is important 
in building a new Europe. 
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1. Introduction 
The EU and the US responded to the global financial crisis by changing the rules for the functioning of 
financial services and markets and by establishing new oversight bodies. With the US Dodd–Frank Act and 
numerous EU regulations and directives now in place, our research provides a timely and thoughtful 
explanation of the key elements of the new regimes in both regions, of the political processes which shaped 
their content and of their practical impact. Insights from areas such as economics, political science and financial 
history elucidate the significance of the reforms. Australia's resilience during the financial crisis, which 
contrasted sharply with the severe problems that were experienced in the EU and the US, is also examined. The 
comparison between the performances of these major economies in a period of such extreme stress tells us 
much about the complex regulatory and economic ecosystems of which financial markets are a part. Combining 
the forces of its 27 member states, the European Union is the world’s second largest economy. However, given 
the inherently national nature of the economies and related markets, the economic power of the EU is not 
always recognized or exercised in a cohesive fashion. Investors and commentators now routinely refer to 
‘Europe’s equity markets’, rather than, say, the French or German equity markets.  But this change in attitude 
by market participants has until recently not been reflected in the legal and regulatory structures. These have 
remained essentially national. Nor has company law kept pace with modern business and investors’ needs in an 
increasingly global environment. We support strongly the EU’s single market agenda. It is necessary if Europe 
is to have more effective and efficient capital markets and if Europe is to be fully competitive on the world 
stage.  The European Union also has begun the implementation of a form of legal deference in considering 
various aspects of the legal regimes of non-EU nations in various areas. The Commission has had first-hand 
experience with this approach in connection to its regulation of credit rating agencies. The Credit Rating 
Agency Reform Act of 2006 and the Commission’s rules implementing that legislation established a 
registration and oversight regime for CRAs that register with the SEC. Following the eruption of the global 
financial crisis the next year, the EU adopted a directive establishing its own regulatory scheme applicable to 
CRAs, including a proviso allowing for non-duplicative regulation where the CRA is subject to a regulatory 
regime the EU has found “equivalent” to its own. I should add, by way of caveat, that the forms of voluntary 
regulatory deference I have cited are not, on their own, a panacea for the problem of overlapping jurisdictions. 
Our experience with the EU’s regulatory regime applicable to credit rating agencies, appealing as it may be in 
theory, serves as a case in point. The EU’s equivalency finding as to U.S. regulation of CRAs came after 
several years of protracted bureaucratic processes. These included an initial European Securities Market 
Authority (ESMA) opinion, issued in 2010, that U.S. regulation of CRAs should not be deemed equivalent to 
that of the EU in certain significant respects. In 2012, however, citing the enactment — two years earlier — of 
the Dodd-Frank Act as justification, ESMA revised its earlier opinion to conclude that U.S. regulation of CRAs 
was, in fact, equivalent to that applicable under EU regulations. The EU followed with its equivalency 
determination several months later. In considering the practical expedient of some form of voluntary deference 
to other regulators’ equivalent regimes, I submit that common sense and the need for certainty dictate that we 
do better than what I have just described. I look forward to a smoother road ahead. The Commission did not 
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intend waiting until something went wrong and it therefore started entering into this area in 2001.Two reports, 
known as the Giovannini reports, were produced with the aim of first identifying the barriers existing to cross-
border infrastructure and then devising a strategy to eliminate these barriers. Financial Market Infrastructure 
was not included in the Financial Services Action Plan, but it has now become one of the priorities for the post-
2005 period. The work of the Commission has focused in particular on ensuring proper implementation and 
monitoring of the Directives which already exist in this area (the Settlement Finality Directive and the Financial 
Collateral Directive) and on ensuring that multilateral treaties on securities (such as The Hague Convention) 
take due account of the EU concerns. On 28 April 2004, the Commission adopted a Communication which sets 
out, for the first time, overall Commission policy on this subject and presents possible courses of action to 
improve the cross-border post-trading environment. The Commission has committed itself to deciding by mid-
2006 whether to present a proposal for a directive on post-trading, and, to this end, it is currently carrying out 
an Impact Assessment. The key priorities are to: 
x Consolidate towards an integrated, open, inclusive, competitive, and economically efficient EU financial 
market 
x Remove remaining barriers so financial services can be provided and capital can circulate freely in the EU at 
lowest possible cost – with effective levels of prudential and conduct of business regulation – giving 
financial stability, consumer benefits and consumer protection 
x Implement, enforce and continuously evaluate existing legislation and apply the ‘better regulation’ agenda 
to future initiatives 
x Enhance supervisory cooperation and convergence, deepen relations with other global financial 
marketplaces and strengthen European influence globally. 
 
Fig. 1. The European Capital Market 
Greater consideration will be given to those instruments that put the least burden on companies. 
Consistent with these changes, the Commission has created a European Securities Markets Expert Group 
(ESME. The group will assist the EC with legal and technical advice on aspects of the EU securities 
framework, as well as practical and economic analysis of the impact of specific directives. A number of 
specific legislative objectives were also identified in the White Paper.   While we fully support the drive 
towards enhancing the Single Capital Market and the future priorities, we also believe that sufficient time 
should be allowed for the existing initiatives to be absorbed. Member states need time to consolidate the 
initiatives and legislation in order to ensure consistency of application. And market participants will need time 
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to adapt to the new requirements. 
2. The Financial Services Action Plan  
The Financial Services Action Plan (FSAP ) set out a five-year legislative process to deliver the components 
of a single European Capital Market. Key elements of the FSAP are depicted on the opposite page. Each of 
these is covered in more detail in the following sections of this booklet.The need to deliver the FSAP in a 
relatively short time frame led to the development of a more flexible approach to law-making by the 
Commission. The approach (popularly called the “Lamfalussy Approach”) involved greater use of committees 
and specialist technical input in framing detailed legislation. For example, the legislation on Prospectuses and 
Transparency was adopted by the Commission and the European Parliament, based technical advice by the 
Committee of European Securities Regulators (CESR) and the favorable vote of member states. This is 
supplemented by guidelines and nonbinding standards issued by CESR. The 42 measures from the Action Plan 
are now substantially adopted. This is a significant achievement for the EU, and one that has not gone 
unnoticed in the world’s other major capital markets. Commenting in November 2006, as the US launched its 
own Committee on Capital Markets, the US Treasury Secretary observed ‘a number of foreign markets have 
developed excellent standards and protocols’. But all markets need constantly to look at their attractiveness as a 
place to do business. Hence the Commission is looking at how further to refine the single Capital Market. 
Infrastructure has often been compared to the plumbing in the building of the EU financial market: vital, but 
unglamorous and forgotten until something goes wrong.   Taxation and Customs policies have an important 
part to play in the EC’s ‘Lisbon strategy’, with its focus on growth and jobs. A key part of this is the 
Commission’s policy of working towards a Common Consolidated Corporate Tax Base (CCCTB). Adoption of 
a CCCTB, it is argued, is easier once IFRS accounts are used generally. Benefits identified by the Commission 
include easier compliance, cross-border loss offsets and facilitating various restructuring issues.   The proposal 
does not extend to harmonized corporate income tax rates. There would clearly be a need to devise a method 
for sharing the consolidated tax base between Member States so that each state could apply its own tax rate(s). 
Companies raising capital in the EU are subject to several regulations and directives aimed at facilitating access 
to capital on a pan-European basis and increasing the comparability, frequency and transparency of published 
information. In conjunction with the financial reporting framework discussed above, Directives on 
Prospectuses and Transparency together with guidance on ‘equivalence’ of accounting standards set out the 
principal rules for issuers. The directive applies whenever securities are offered to the public in the EU or 
admitted to trading on a regulated market in the EU. It applies to EU domiciled issuers and to foreign issuers. 
(Certain exceptions apply such as where an issue is a further issue of securities for less than 10% of an already 
traded class.) It requires that prospectuses be approved by an issuer’s home member state – the country where 
the issuer is incorporated. There is an exception for issues of debt securities with a denomination in excess of 
m1,000 where issuers will be able to choose the member state where the prospectus is to be approved.  The 
manner in which a prospectus is to be drawn up is not prescribed. It can either be a single document (currently 
common practice for many European offerings), or three separate documents – a ‘summary’, a ‘registration 
document’ and a ‘securities note’. The prospectus will normally be drawn up in the language of the home 
member state and a language customary in international finance. Only the summary may be required to be 
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Fig. 2. Financial reporting 
The detailed implementing measures provide a well-balanced approach to prospectus disclosure that should 
provide the basis for a common standard across the EU. 
Non-EU issuers and Equivalence 
An issue of significance to non-EU issuers has been whether the Prospectus Directive would have the effect 
of requiring them to prepare audited financial information when drawing up a prospectus on the basis of IFRS, 
or local GAAP ‘equivalent’ to IFRS.  The Commission mandated CESR to provide it with advice as to whether 
three specific non-EU GAAPs, those of Canada, Japan and the United States, are ‘equivalent’ to IFRS. Having 
considered CESR’s advice and consulted with member states, the European Securities Committee and other 
interested parties, the Commission recently announced that it will permit third-country issuers to continue to 
provide accounts prior to 2009 using a GAAP other than IFRS, provided one of the following conditions is 
met: the financial information contains an explicit and unreserved statement that it complies with IFRS; or the 
financial information is prepared in accordance with the GAAP of either Canada, Japan or the USA; or the 
financial information is prepared in accordance with the GAAP of a third country, and the following conditions 
are satisfied: 
x the third-country authority responsible for accounting standards has made a public commitment to converge 
with IFRS; 
x the authority has established a work programme which demonstrates progress towards convergence;  
x the issuer provides satisfactory evidence to the relevant competent authority demonstrating that the 
conditions in (i) and (ii) above are satisfied. 
It is unlikely that the convergence programs that the IASB has initiated with the accounting standard setters 
of major economies such as the US, China and Japan will be completed during this period, although sufficient 
progress may have been made to facilitate the decision. The report to be ‘made available to the public’ in the 
EU; and a responsibility statement by the board (similar to the responsibility statements required of the CEO 
and CFO under the US Sarbanes- Oxley Act). 
The Directive may ultimately have a significant impact on the liability of those responsible for preparing the 
annual financial report as well as on auditors. Annual financial reports have traditionally been prepared for, and 
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addressed to, the shareholders.  Under the Directive, companies may have to take into account the divergent 
and potentially conflicting interests of other interested parties. These include prospective investors, both 
nationally and across borders within and outside the EU. It does not mandate any form of auditor audit or 
review of half-year reports, although disclosure is required if an audit or a review by the auditors has been 
conducted.   The merits of companies having to report financial information on a quarterly basis were widely 
debated by commentators during the development of the Directive. The final requirement is that there will be a 
limited information disclosure obligation on issuers between the annual report and half-year report. This would 
take the form of an interim management statement comprising: 
x An explanation of material events and transactions that have taken place during the relevant period and their 
impact on the financial position of the issuer; and 
x A general description of the financial position and performance of the issuer during the period. 
This information should be filed between ten weeks after the beginning and six weeks before the end of each 
relevant six-month period. Companies that already issue quarterly financial reports (in accordance with national 
or exchange requirements or on a voluntary basis) would be exempted from the requirement to give the 
narrative management statements.  The requirements for companies preparing consolidated financial statements 
to present information during each year are summarized in the figure below : 
Fig. 3. The requirements for companies preparing consolidated financial statements 
Some issuers may find it a significant challenge to meet all the proposed requirements for annual, half-year 
and interim management statements. 
The Directive does not require quarterly financial reporting in accordance with IFRS. However, some 
member states and exchanges may impose more onerous requirements. Where companies are required to, or 
volunteer to provide, any level of quarterly financial information, we believe this should be on an IFRS-
compliant basis. Issuers will need to be prepared to incur the necessary accounting systems development costs 
in order to provide the information on this basis.The directive enhances the existing EU regime by requiring 
that disclosure of major changes in holdings of securities should be made at thresholds starting at 5% and then 
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at 5% intervals to 30%, then 50% and 75%. These thresholds are measured by reference to the proportion of 
voting rights held. 
3. Corporate Governance and Company Law 
Corporate governance has two aspects. It should facilitate the development of value-creating enterprises, 
while at the same time providing for accountability of how the business is run for the benefit of shareholders 
and other stakeholders. Increasingly, companies are expected to be accountable for how they have governed 
themselves and how they have responded to the interests of different stakeholder groups.  Recent corporate 
failures have raised the profile of corporate governance. The European Commission reacted to market concerns 
by pursuing its Action Plan. 
Fig. 4. The European Commission’s Action Plan. 
In the last year, the Commission launched a consultation and public hearing on the second phase of the 
Action Plan, inspired by the twin agendas of fostering a competitive market place and delivering better 
regulation. 
The report on feedback from the consultation confirmed: 
x The need to avoid ‘regulatory fatigue’ – and for a stabilization period to allow market participants to absorb 
existing changes 
x That the focus for EU initiatives should be on lifting obstacles to the free flow of capital between member 
states and to the right of establishment and on granting additional flexibility to companies. 
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As a result of the consultation, the Commission has indicated that future priorities will include: a proposal 
for a 14th Company Law Directive on mobility of company registered offices; a feasibility study on a European 
Private Company Statute for small businesses; and a communication on simplification of regulation for 
companies. 
Reviews of the experiences from the first two years of Sarbanes- Oxley Section 404 reporting by auditors 
for US domestic registrants, and subsequent relaxation of the 404 rules for certain categories of issuers 
US foreign private issuers, including those in Europe, will have to apply the Section 404 requirements from 
this year. 
The European Corporate Governance Forum issued a Statement on Risk Management and Internal Control 
during discussions.  It is important that the debate on risk management and internal control continues to remain 
open. Experience of various approaches to risk management and internal control continues to evolve, providing 
the opportunity to review how these approaches work in practice. Furthermore, there is a need to consider the 
scope for a global convergence of risk management and internal control practices through market forces and 
investor demand. These recommendations are not mandatory, but member states are asked to consider how the 
principles in each recommendation are applied in their respective jurisdictions. The main principles in the 
recommendation are: 
x Board composition. The administrative, managerial and supervisory bodies should include an appropriate 
balance of executive and non-executive directors so that no individual or small group can dominate decision 
making. 
x Number of independent directors. A sufficient number of independent non-executive directors should be 
elected to the board and its committees to ensure that any potential conflicts of interest will be properly dealt 
with. 
x Committees. Nomination, remuneration and audit committees should normally be created within the board. 
These committees should make recommendations for decisions to be taken by the board. 
x Annual self-assessment. This should include an assessment of the membership, organization and operation 
of the board, as well as an evaluation of the competence and effectiveness of each board member and of 
each committee. 
x Appointment and removal. Nonexecutive directors should be appointed for specified terms subject to 
maximum intervals to be determined at national level. 
Auditing is a key component of the corporate reporting supply chain. It is seen by most investors and 
regulators as a source of independent assurance on published financial information.  The merits of international 
principles based standards apply equally to auditing as for accounting and regulation. Audit standards – the 
framework of professional guidance for how auditors perform their audit work – are increasingly determined 
internationally. The International Auditing and Assurance Standards Board (IAASB) has the task to prepare 
and issue International Standards on Auditing (ISAs). 
In April 2006 the revised Eighth Company Law Directive on statutory audit of annual and consolidated 
accounts was finally approved. The Directive’s main provisions in relation to auditing standards and a number 
of other areas include: 
The requirement to use International Standards on Auditing for all EU statutory audits once those standards 
have been endorsed. Member states can only impose additional requirements in certain defined circumstances 
Designation by member states of competent authorities responsible for approval, registration, quality 
assurance, inspection and discipline of auditors. Those authorities must be organized such as to prevent 
conflicts of interest 
The duty of the statutory auditor or audit firm to document factors which may affect the auditor’s 
independence (such as performing other work for the companies they audit) and safeguards against these risks 
The requirement to change the key audit partner dealing with an audited company every seven years. 
Member states have 24 months in which to transpose the requirements into national law. 
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The Directive also required the Commission to undertake a study of auditor liability in Europe. This study 
was completed in October 2006. It concluded that the failure of an audit network could lead to difficult 
consequences for the financial markets in general and for the ability of companies to meet their statutory 
auditing obligations, and that some form of limitation on auditor liability could reduce the risk 
Although the Directive is a ‘minimum harmonization’ standard, it will be detrimental to the creation of a 
single EU market in financial services if member states add requirements to satisfy perceived local needs.  This 
directive provides the legal basis for regulations to deal with insider dealing and market manipulation.   The 
directive is supplemented by detailed implementing measures drawn up on the basis of advice from CESR. 
These measures provide definitions of inside information and market manipulation. They also provide 
recommendations on how relevant interests or conflicts of interest should be disclosed, and on ‘safe harbor’ 
conditions – the conditions for exemption from the prohibitions of insider dealing in specific cases. 
4. Markets in Financial Instruments Directive (MiFID) 
The main purpose of the Markets in Financial Instruments Directive (MiFID) – also called the Investment 
Services directive - is to provide a framework for stock exchanges and investment banks to operate on a pan-
European basis. An overhaul was needed because of the complexities arising from an increasing tendency for 
member states to impose differing local requirements on incoming operators. Issues covered include: market 
transparency regarding the terms on which investment firms deal with clients (this would apply for deals up to 
a certain value – above that value, professional investors would be allowed to fix prices by a process of 
negotiation); provisions for a ‘suitability’ test when giving advice to retail investors; and arrangements as to 
when ‘home country’ regulation would apply in cross-border situations.  One aspect of MiFID is that it sets out 
the organizational and operating conditions for authorized investment firms, including ancillary services such 
as investment research and financial analysis or other forms of general recommendation relating to transactions 
in financial instruments. It requires that firms take reasonable steps to identify relevant conflicts of interest and 
prevent those conflicts from adversely affecting the interests of clients.  In December 2006 the Commission 
published a Communication on Investment Research and Financial Analysts. It concluded that, taken together, 
the MiFID and Market Abuse Directive represent a significant step forward to creating a European-level 
framework for avoiding, managing and disclosing conflicts of interest in all investment services.     The large 
majority of respondents confirmed the need for action in this area. The Commission published a proposal for a 
Directive on the exercise of voting rights by shareholders of companies having their registered office in a 
member state and whose shares are admitted to trading on a regulated market. Four key objectives of the 
directive are to: 
x Ensure that general meetings are convened sufficiently in advance and that documents are made available in 
time to allow shareholder participation 
x Abolish ‘share blocking’ arrangements 
x Remove legal obstacles to electronic participation in meetings 
x Offer non-resident shareholders a simple means of voting without attending the meeting. 
The FSAP creates a framework for capital market activity based on standards recognized by law. However, 
there is also a need for a mechanism to support auditors and others and ensure those standards are applied and 
enforced. To assist with Enforcement, the EC established the Committee of European Securities Regulators 
(CESR). CESR’s principal role is to provide advice to the Commission, and to issue recommendations on 
standards and guidance to national securities regulators to be implemented in each member state. It is 
responsible for drafting implementation guidance on some of the key capital market directives, for example the 
Prospectus and Transparency directives. (The directives provide a basic framework, leaving many detailed 
matters to be tackled through implementation guidance.) CESR consults widely with market practitioners on its 
guidance, both through issuing draft pronouncements and holding public hearings.   CESR is also the body that 
1514   Mitica Pepi and Maria Gabriela Horga /  Procedia Economics and Finance  32 ( 2015 )  1505 – 1516 
has been empowered by the EC to issue standards for the enforcement of financial reporting. However, the 
responsibility for enforcement action, continues to rest with member states.   The IAS Regulation specifies the 
accounting standards to be used by EU listed companies. There also needs to be a process for ensuring that 
those standards are properly and consistently applied. This process in commonly referred to as ‘enforcement 
.CESR issued its first standard, providing guidance for countries on the approach they should adopt. Standard 
No1 sets out 21 high-level principles that should be applied by the authorities in each member state. They in 
turn will apply them to the financial information released by individual issuers whose securities are admitted to 
trading on an EU regulated market. The principles will apply to the supervision of annual and interim financial 
statements, as well as prospectuses. Enforcement activities should be performed in each member state by 
‘competent independent administrative authorities’. This includes securities commissions as well as the review 
panels used in a few countries. Financial statements should be selected for review partly on the basis of risk – 
and not simply on a random or sample basis. Where accounts are found to be deficient, the individual 
authorities are expected to have a range of sanctions available, including asking for public correction of 
misstatements. In  CESR issued its Standard No2 on co-ordination and convergence of enforcement activities 
carried out by national authorities.  
Transatlantic dialogue 
A key element of the transatlantic dialogue on regulatory matters that the European Commission has 
initiated with the SEC and others has been the recognition by CESR and the US SEC, early in 2004, of their 
mutual importance as regulators of the world’s two largest capital markets. This has, amongst other matters, 
resulted in a joint statement by CESR and the SEC of the terms of reference for future cooperation.  The two 
primary objectives of this cooperation are to identify emerging risks in the US and EU markets at an early 
stage, and to discuss potential regulatory projects in the interests of facilitating converged ways of addressing 
common issues.  In 2006 CESR and the US SEC published a work plan to guide the process of cooperation in 
the short term. A key area of focus is the application by internationally-active companies of US GAAP in the 
EU and IFRS in the United States. The two organizations will promote full consideration of international 
counterparts’ positions on application and enforcement, and avoidance of conflicting regulatory decisions on 
application of IFRS and US GAAP.  Other priorities include: the modernization of financial reporting and 
disclosure information technology; regulatory platforms for risk management; and protocols for the sharing of 
confidential information. 
Key issues for European business: 
x As your company prepares its second set of annual IFRS results, has it evaluated fully the lessons learnt and 
experience gained from the first year of IFRS reporting? 
x Are the financial reporting and budgeting systems and controls able to generate IFRS-compliant data on a 
permanent basis? 
x If an ‘enforcement authority’ reviewed your financial statements today, how would they stand up? 
x Is there sufficient independent director involvement in your company, particularly in the areas of financial 
reporting, internal control and executive remuneration? 
x Is the business prepared for the reporting deadlines under the Transparency Directive? 
x Are the reporting and disclosure controls adequate to support the release of interim management statements? 
x Are you tracking the key Single Capital Market initiatives and their potential impact on your business? 
x Are you making your voice heard in the debate? 
5. Conclusion 
We could conclude that the three elements that characterize a model of unique capital market the biggest 
difficulty lies in achieving a market concept that allows the harmonization of regulations in all member states 
but also creating a set of regulations allowing reporting unit in relation to other non euro markets, in this regard 
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our opinions continue to present. National regulators should not take a different view from their peers in other 
countries with regard to key enforcement issues. 
The proposal has merit in principle but issues to solve include: 
x How the CCCTB would apply to groups with non-EU interests 
x Whether this proposal applies at consolidated group level only or to individual companies (holding 
companies or generally) 
x The implications of possibly having a differing tax system for international or cross-border businesses and 
SMEs. 
In any case, more experience is probably needed in local adoption of IFRS-based accounts as a basis for tax 
charges. One of the major concerns with IFRS is the potential for variability between successive years’ results 
through changing valuations. This implies fluctuating tax charges – which could well concern the governments 
and tax authorities as well as companies. It seems unlikely that CCCTB will be adopted generally within the 
EU as it will not get unanimous approval from members. However, there is every chance that the Commission 
will encourage a subset of member states to adopt the proposal. This will add to the issues to be solved – for 
example, how will the concept apply within groups that encompass both CCCTB and non-CCCTB states? That 
would seem to increase the administrative burdens, at least initially, for business rather than reduce them. We 
continue to support one set of financial reporting standards used globally on a consistent basis. The 
endorsement procedure means that the standards applied in the European Union may not be identical to those 
used elsewhere in the world. The Directive provides a consistent approach to when a prospectus is required and 
sets a common standard for disclosure. We urge all parties to continue to work towards the full implementation 
of IFRS as speedily as possible, so that different frameworks described as ‘IFRS as adopted in country X’ do 
not become entrenched in different markets. The delay (of up to eight months in some cases) in IFRS standards 
being adopted has caused significant uncertainty for companies. The Commission and Member States should 
take all possible steps to reduce the time taken for endorsement. We would be concerned if the proposed new 
SARG extended further the time taken to endorse new standards. Enforcement of IFRS on a consistent basis 
across the EU (and beyond) is a huge challenge and to make it work effectively significant resources will need 
to be committed by CESR and by national authorities.  The publication of CESR’s first and second standards 
demonstrates that national agencies are beginning to coordinate their approaches to regulation. National 
regulators should not take a different view from their peers in other countries with regard to key enforcement 
issues. Where they make decisions about how to apply IFRS they should be made public. To ensure the market 
can benefit and understand, regulators should be required to explain and justify their positions.   CESR’s 
cooperation with the US SEC is of critical importance. There remain great differences between the financial 
and corporate reporting and regulatory cultures between Europe and the US, and understanding these is a 
necessary precursor to trying to find common approaches.  The focus on non-GAAP or alternative performance 
measures is welcome. However, this is an area where some common principles on presentation are needed. The 
recommendation by CESR needs clarification before it can be widely used and understood. For example, it is 
unclear from the guidance whether BITDA, ‘cash earnings’, earnings before one-time charges and similar 
measures constitute defined GAAP measures or alternative performance measures. It would also be helpful if 
CESR could coordinate its approach with key regulators in other markets such as the US, where a more 
restrictive view of GAAP measures may be taken. 
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